Insurer That Skirted Claims Strikes A Deal 
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Assurant Health, slammed by 11 other states for its handling of insurance claims, has reached an agreement with Connecticut regulators that doesn't call for an immediate fine - prompting scathing criticism by the attorney general.

In Connecticut, Assurant companies were accused of improperly rejecting claims, often for people with serious illnesses such as cancer, by saying the customers knew about existing medical problems when applying for a policy but failed to disclose them.

The agreement, in which Assurant doesn't admit any wrongdoing, comes after a six-month investigation by the Connecticut Insurance Department of claim denials on short-term health insurance policies that last six months or less.

The agreement calls for Assurant to submit a plan for corrective action. It also says the department will choose an outside firm to determine the full extent of wrongly denied claims and what restitution the insurer should pay. Assurant will pay for the audit.

A department memo shows that Milwaukee-based Assurant Health has already voluntarily paid more than $210,000 and roughly $45,000 in interest on 39 Connecticut claims it previously denied. The recovery amounts ranged from $56.77 to $122,372, including interest.

No penalty or fine has been levied. But the order allows for future action, and acting Insurance Commissioner Susan F. Cogswell said a fine of undetermined size is likely.

Attorney General Richard Blumenthal, however, criticized the lack of an immediate fine.

"This order is tantamount to telling a thief to return stolen money - but imposing no punishment," Blumenthal said. "Cheating consumers out of promised coverage for catastrophic illnesses deserves strong penalties and consequences."

Blumenthal said he asked for "an audit of Assurant's unconscionable denial of health benefits - but the Department of Insurance instead provided a meaningless agreement with the company," which orders it to do what it should have already done.

Cogswell said her first priority is to get restitution and that she doesn't want to set a fine "until I can see how serious [the problem] is." That will be determined by an independent firm's audit of claims from 2001 to 2007, which is expected to take months, she said.

"While I am pleased that the department has been able to provide some relief to policyholders, I am concerned that this is just the tip of the iceberg," Cogswell said.

The Assurant companies involved in the investigation are Time Insurance Co. (formerly known as Fortis Insurance Co.), John Alden Life Insurance Co., and Union Security Insurance Co.

Under state law, health insurers are allowed in certain instances to refuse coverage of claims for conditions that existed before a policy started. And consumers are supposed to be truthful about such issues when applying for coverage.

So when Assurant received certain claims, it culled through the patient's medical records and found what it called pre-existing health conditions that the customer hadn't listed. 

The company would deny claims for that reason, sometimes when the medical condition wasn't even connected to the claim, according to the Insurance Department memo.

In some cases, Assurant unreasonably claimed consumers should have known that certain health issues that occurred before seeking a policy were signs of bigger problems, such as cancer, Blumenthal has said.

Assurant, for instance, denied claims from Maria Locker of Litchfield when she was diagnosed with non-Hodgkin's lymphoma in 2005. 

The insurer said Locker should have sought treatment and found out the diagnosis sooner - in other words, before seeking a policy.

Once Assurant started receiving her medical claims, it found out she had gone to the doctor for what she thought was a pinched nerve and told him she'd been feeling a little tired. Locker said she wasn't concerned about it because she was working hard.

In another case, Assurant rejected claims of a 34-year-old woman diagnosed with Hodgkin's lymphoma one month after her policy began.

Why? In a medical visit after enrolling, she recalled mild shortness of breath while exercising six months before the visit. The insurer said the symptom constituted a pre-existing condition and should have caused her to seek treatment before enrollment, according to the attorney general's office.

Assurant spokesman Rob Guilbert said Thursday that the company paid more than $21 million of claims in Connecticut last year and about $1.4 billion nationwide.

"We work very hard to make sure that our claims process is fair, equitable and consistent with state laws and industry standards," Guilbert said. "We're always striving to improve that process."

The Insurance Department reviewed 547 Assurant claim files and found that in addition to denials, there were "extensive claim delays" in some that were eventually paid caused by the company's search for pre-existing conditions, the memo said.

The insurer's actions could violate the Connecticut Unfair Insurance Practices Act and other laws, the department said.

Assurant has faced investigations in other states, too. The National Association of Insurance Commissioners said 11 other states have taken action against the company in the last several years - most of them levying fines - for issues involving health insurance claim-handling.

Oregon, for instance, fined Assurant companies $70,000 for "widespread violations affecting claims submitted by thousands of policyholders" and other problems, according to a regulatory press release.

The other states are Arizona, Colorado, Kentucky, Maryland, Maine, Missouri, Montana, Minnesota, North Dakota, and Oklahoma. 

In addition, Assurant is appealing a $15 million punitive damages award in South Carolina for refusing to pay for the care of a policyholder who was HIV-infected. A court ruling in the case called the company's conduct "extreme and outrageous," and said its computer system was programmed to flag billing codes for serious diseases to trigger investigations for possible fraud.

Meanwhile, Cogswell, Blumenthal and State Healthcare Advocate Kevin Lembo are supporting proposed Connecticut legislation to curb claim denials that are based on searches for medical problems that existed before policies were issued. 

Denials should happen only when it can be shown the consumer intentionally misled the insurer when applying for coverage, officials have said.

Lembo said Thursday that it has taken a "stunningly long time" for Cogswell to conclude her initial investigation and urged haste in completing the second phase.

"The state," Lembo said, "must levy the maximum possible fine on the company to ensure that this corporate behavior will cease."
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